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 CROP INSuRANCE. The CCC has issued interim regulations 
amending the regulations for the Noninsured Crop Disaster 
Assistance Program to conform with policies implemented under 
the 2008 Farm Bill. The amendments concern requirements for 
coverage of native sod, increases in service fees, the multiple 
benefits	limitation	of	the	program,	payment	and	income	limitations,	
and eligibility for aquaculture losses caused by drought. Also, the 
interim rules make clarifying amendments regarding the eligibility 
of wheat, barley, oats, or triticale acreage used for grazing and 
regarding	the	eligibility	of	tropical	crops	for	benefits.	78 Fed. Reg. 
21015, April 9, 2013).
 FEDERAL ESTATE
AND GIFT TAxATION
 ALLOCATION OF BASIS FOR DEATHS IN 2010. The 
decedent died in 2010 and the trustee for the decedent’s estate 
retained an attorney to prepare estate tax documents, including the 
necessity	to	file	a	Form	8939,	Allocation of Increase in Basis for 
Property Acquired from a Decedent. The trustee of the decedent’s 
estate requested an extension of time pursuant to Treas. Reg. 
§	301.9100-3	 to	file	 the	Form	8939	 to	make	 the	 I.R.C.	§	1022	
election and to allocate basis provided by section 1022 to eligible 
property transferred as a result of the decedent’s death. The IRS 
granted the extension. Ltr. Rul. 201314007, Dec. 13, 2012; Ltr. 
Rul. 201315013, Dec. 19, 2012.
 GENERATION SKIPPING TRANSFERS. The taxpayer 
transferred a one-third interest in real property to each of the 
taxpayer’s three grandchildren. The taxpayer retained a tax 
professional	to	prepare	and	file	her	Form	709,	United States Gift 
(and Generation-Skipping Transfer) Tax Return, to report the 
transfers. The taxpayer’s tax professional intended to request an 
extension	to	file	the	Form	709	with	an	election	our	of	the	automatic	
allocation of the GSTT exemption but inadvertently failed to make 
such	request	timely.	The	IRS	granted	an	extension	of	time	to	file	
Form 709 with the election. Ltr. Rul. 201314032, Dec. 20, 2012.
 The taxpayer established six irrevocable trusts prior to December 
31,	2000.	Each	trust	was	for	the	benefit	of	one	of	the	taxpayer’s	
children and their respective descendants. The taxpayer hired an 
accountant to prepare the taxpayer’s Form 709, United States Gift 
(and Generation-Skipping Transfer) Tax Return, for the gifts. The 
accountant prepared the Form 709 but failed to advise the taxpayer 
to make an election to allocate the GST exemption to any of the 
BANKRuPTCy
FEDERAL TAx
 DISCHARGE. In a Chief Counsel Advice e-mail, the IRS 
stated “I agree with the trustee on this one. When 1328(f)(2) refers 
to ‘such order’ I think it has to be referring to the last time the 
term “order” was used, which was in (f)(1). I think ‘such order’ 
was used so that ‘order for relief under this chapter’ wouldn’t 
have to be repeated. Section (f) does not use the term ‘order’ so 
I don’t think (f)(2) would be interpreted as referring to the prior 
discharge order.  So, I think the debtor isn’t entitled to a chapter 13 
discharge if he received a chapter 13 discharge during the 2 year 
period preceding the order for relief in the present chapter 13 case. 
In fact, a rule referring to the discharge order in the present case 
wouldn’t make a lot of sense, considering that the debtor may not 
be getting a discharge in the present case, and that debtors rarely 
get a discharge in a prior chapter 13 within 2 years of the present 
proposed discharge, because the present chapter 13 plan would 
usually be 3-5 years long.” CCA 201315022, March 7, 2013.
CONTRACTS
 ARBITRATION CLAuSE. The defendant had made eight oral 
agreements over the phone to sell corn to the plaintiff in the future. 
The plaintiff then sent eight written contracts which included 
the orally agreed terms but included an arbitration clause and a 
provision allowing the defendant to object to any terms which 
were	disagreeable	or	did	not	reflect	the	original	oral	agreements.	
The	defendant	signed	and	returned	the	eight	written	confirmations.	
The plaintiff sought additional assurances of performance when 
the plaintiff learned that the defendant may have been unable to 
deliver the corn as agreed. When the defendant failed to provide 
additional assurance of performance, the plaintiff claimed the 
contract breached and started an arbitration proceeding to recover 
damages. The defendant refused to participate in the arbitration 
proceeding and a default judgment was entered by the arbitrator. 
The plaintiff then sought enforcement by a court but the court 
agreed with the defendant that the oral agreements were the only 
contracts and they did not contain any arbitration clauses. The 
appellate court reversed, holding that, under the statute of frauds, 
the	written	confirmation	agreements	controlled	and	that	the	oral	
agreements could not be used to modify the written agreements. 
Bartlett Grain Co., LP v. Sheeder, 2013 Iowa Sup. LExIS 32 
(Iowa 2013). 
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transfers. The taxpayer represented that no distribution of income 
or	principal	has	been	made	from	any	of	trusts	or	for	the	benefit	of	
a grandchild or more remote descendant of the taxpayer. The IRS 
granted	an	extension	of	time	to	file	an	amended	From	709	with	
the election. Ltr. Rul. 201314018, Dec. 19, 2012.
 LATE FILING OF ESTATE TAx RETuRN. The decedent 
died in November 2005. The executor hired a CPA to help prepare 
and	file	the	estate	tax	return.	The	executor	asked	the	CPA	to	obtain	
an	extension	of	 time	 to	file	 the	return	and	pay	 the	 tax	because	
the executor needed more time to obtain property appraisals. 
The	CPA	filed	Form	4768,	Application for Extension of Time To 
File a Return and/or Pay U.S. Estate (and Generation-Skipping 
Transfer) Taxes	and	obtained	a	six	month	extension	for	filing	a	
return and a 12 month extension for paying the tax. However, the 




the CPA to take care of other business. The trial court ruled that the 
executor’s reliance on the CPA for determining the length of the 
extension	was	not	sufficient	to	establish	reasonable	cause	for	the	
late	filing.	The	appellate	court	affirmed	in	a	decision	designated	
as not for publication. Knappe v. united States, 2013-1 u.S. Tax 
Cas. (CCH) ¶ 50,266 (9th Cir. 2013), aff’g, 2010-2 u.S. Tax 
Cas. (CCH) ¶ 50,791 (C.D. Calif. 2010).
FEDERAL INCOME
TAxATION
 ADOPTION TAx CREDIT. The IRS has published 
information	about	adoption	tax	benefits.		The	maximum	adoption	
tax credit and exclusion for 2012 is $12,650 per eligible child. To 
be eligible, an adopted child must generally be under 18 years old. 
There is an exception to this rule for children who are physically 
or mentally unable to care for themselves.  For 2012, the tax 
credit is nonrefundable; therefore, while the credit may reduce a 
taxpayer’s tax to zero, the taxpayer cannot receive any additional 
amount in the form of a refund. If the credit exceeds a taxpayer’s 
tax, a taxpayer may be able to carry forward the unused credit; thus, 
if a taxpayer has an unused credit amount in 2012, the taxpayer 
can use it to reduce taxes for 2013. Taxpayers can carry over an 
unused	credit	for	up	to	five	years	or	until	the	taxpayer	fully	uses	
the	credit,	whichever	comes	first.	 	 	Taxpayers	use	Form	8839,	
Qualified Adoption Expenses, to claim the adoption credit and 
exclusion.	Although	taxpayers	cannot	file	a	tax	return	with	Form	
8839	electronically,	 the	 IRS	encourages	 taxpayers	 to	use	e-file	
software to prepare the return and mail a printed federal tax return 
to the IRS. Adoption expenses must directly relate to the legal 
adoption of the child and they must be reasonable and necessary. 
Expenses that qualify include adoption fees, court costs, attorney 
fees and travel costs. If a taxpayer adopts an eligible U.S. child 
with	special	needs	and	the	adoption	is	final,	a	special	rule	applies.	
Taxpayers may be able to take the tax credit even if they did not 
pay	any	qualified	adoption	expenses.		If	the	taxpayer’s	employer	
has	a	written	qualified	adoption	assistance	program,	the	taxpayer	
may be eligible to exclude some of income from tax. Depending 
on the adoption’s cost, a taxpayer may be able to claim both the 
tax credit and the exclusion. However, a taxpayer cannot claim 
both a credit and exclusion for the same expenses.  The credit and 
exclusion are subject to income limitations which may reduce or 
eliminate the amount a taxpayer can claim depending on income. 
IRS Tax Tip 2013-54.
 BAD DEBTS.	The	taxpayer	was	employed	as	an	officer	for	
several mortgage lending companies and had learned about 
another company’s development of a property valuation system. 
The taxpayer hoped to earn commissions from helping that 
company		obtaining	financing	through	an	initial	public	offering.	
The	company	needed	short	term	financing	which	it	could	not	
obtain from other sources and the taxpayer agreed to obtain a loan 
and lend the proceeds to the company. The loan was evidenced by 
a note, interest payments and full payment by a set date. However, 
the	company	suffered	financially	from	the	downturn	in	mortgage	
lending and no interest or principal payments were made. The 
taxpayer had access to the company’s books and determined that 
the loan would be repaid until 2006. The taxpayer claimed a bad 
debt deduction for 2006 for the amount of the loan. Although 
the	court	held	that	the	loan	was	a	bona	fide	loan,	the	court	held	
that the taxpayer failed to provide independent evidence that the 
loan was worthless in 2006. Bishop v. Comm’r, T.C. Memo. 
2013-98.
 BuSINESS ExPENSES. The taxpayer was an independent 
contractor who provided engineering consulting services for 
a	construction	firm.	The	work	 involved	a	good	deal	of	 travel	
between the taxpayer’s home and the various building sites. 
Although the taxpayer claimed to have kept travel logs and 
receipts, the taxpayer admitted destroying most of these records 
while distraught over a traumatic medical diagnosis. The taxpayer 
attempted to provide other evidence to support the various travel 
expenses, such as mileage on the taxpayer’s vehicle, but the 
taxpayer	was	unable	to	provide	sufficient	specific	information	
for each expense as to the business purpose and nature of the 
expense.  Therefore, the court upheld the IRS denial of most of 
the business travel expenses deductions. Striefel v. Comm’r, 
T.C. Memo. 2013-102.
 CHARITABLE DEDuCTIONS. The taxpayer operated a 
private	landfill	operation	next	to	a	landfill	operated	by	a	city.	
When	 the	 city	 had	 difficulty	 in	maintaining	 its	 landfill,	 the	
taxpayer	agreed	to	provide	some	free	landfill	material	and	other	
services.	The	 city	 also	 paid	 for	 some	 other	 landfill	material	
and services. The taxpayer claimed a charitable deduction for 
the free material and services and included an appraisal and a 
contemporaneous written acknowledgement of the contribution 
from the city. However, the court found that the appraisal had 
several errors and omissions and ruled that the appraisal did not 
meet	the	requirements	of	a	qualified	appraisal.	The	court	also	
found	that	the	taxpayer	failed	to	provide	an	appraisal	of	benefits	
received by the taxpayer from the city; therefore, the court held 
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that the IRS properly disallowed a charitable deduction for the 
contribution	of	the	landfill	material	to	the	city.		Boone Operations 
Co., LLC v. Comm’r, T.C. Memo. 2013-101.
 CORPORATIONS
 CONSTRUCTIVE DIVIDENDS. The taxpayers, husband 
and	wife,	were	convicted	of	filing	false	individual	and	corporate	
returns based in part on failure to claim as income corporate 
payment of personal expenses of the taxpayers. The taxpayers 
argued that no constructive dividends could exist where the 
corporation	did	not	have	sufficient	earnings	and	profits	to	create	
any constructive dividends. The court noted, however, that the 
taxpayers admitted falsifying the tax returns and that the taxpayers 
filed	to	provide	any	evidence	of	the	actual	earnings	and	profits	
for the corporation.  Thus, the court held that, absent proof of 
the	earnings	and	profits,	the	court	upheld	the	IRS	determination	
that the corporation’s payments of the personal expenses were 
taxable constructive dividends. Laciny v. Comm’r, T.C. Memo. 
2013-107.
 DISABILITy BENEFITS. The taxpayer was a state-wide 
public employer retirement system that provides death, disability 
and	retirement	benefits	to	public	employees	and	their	survivors	
through	separate	qualified	retirement	plans.	With	few	exceptions,	
all state employees must participate in one of the plans. The plans 
are created and regulated by state law and provide for accidental 
disability retirement if a member is “totally and permanently 
incapacitated for duty as the natural and proximate result of an 
accident that occurred in the actual performance of duty at a 
definite	time	and	place	without	negligence	by	the	member”	and	
if	 certain	medical	 certification	 requirements	are	 satisfied.	The	
disability payments are also paid to any survivors if the employees 
dies.	The	IRS	ruled	that	the	benefits	under	the	accidental	disability	
plan were in the nature of workers’ compensation and excludible 
from	income,	except	to	the	extent	the	benefits	exceeded	two-thirds	
of	 the	average	final	compensation	of	 the	employee.	Ltr. Rul. 
201315001, June 11, 2012.
 DISASTER LOSSES.  On March 19, 2013, the President 
determined that certain areas in New Hampshire are eligible for 
assistance from the government under the Disaster Relief and 
Emergency Assistance Act (42 U.S.C. § 5121) as a result of a 
severe winter storm which began on February 8, 2013. FEMA-
4105-DR. On March 21, 2012, the President determined that 
certain areas in Connecticut are eligible for assistance from the 
government under the Act as a result of a severe winter storm 
which began on February 8, 2013. FEMA-4106-DR.  On March 
22, 2013, the President determined that certain areas in Rhode 
Island are eligible for assistance from the government under the 
Act as a result of a severe winter storm which began on February 
8, 2013. FEMA-4107-DR.  On March 25, 2013, the President 
determined that certain areas in Maine are eligible for assistance 
from the government under the Act as a result of a severe winter 
storm which began on February 8, 2013. FEMA-4108-DR. 
Accordingly, taxpayers in the areas may deduct the losses on 
their 2012 federal income tax returns. See I.R.C. § 165(i).
 DISCHARGE OF INDEBTEDNESS. The taxpayer obtained 
five	loans	from	an	employer	in	2005	totalling	$78,849.	In	2007	the	
employer was sold to another company and the taxpayer terminated 
employment. The new owner issued a Form 1099-MISC for 
2007 listing the loan amount as nonemployee compensation. 
The taxpayer argued that the loans were not discharged because 
the taxpayer still intended to repay the loans. The taxpayer also 
argued that, even if the loans were discharged, no taxable income 
resulted because the taxpayer was insolvent. The IRS treated the 
$78,849 listed on the From 1099-MISC as bonus income. The 
court rejected this argument because it found that the amount 
was mistakenly reported in the wrong box. The court held that the 
loan was discharged in 2007. The court examined the taxpayer’s 
assets and liabilities, including the value of two homes, and ruled 
that the taxpayer was insolvent in 2007 by $22,641; therefore, the 
taxpayer had taxable discharge of indebtedness income of $56,207 
in 2007. McAllister v. Comm’r, T.C. Memo. 2013-96.
 IRAS. The IRS has published information about IRA 
contributions.  Taxpayers must be under age 70 1/2 at the end of 
the tax year in order to contribute to a traditional IRA and must 
have taxable compensation to contribute to an IRA, including 
income from wages, salaries, tips, commissions and bonuses. It 
also	includes	net	income	from	self-employment.	If	taxpayers	file	
a joint return, generally only one spouse needs to have taxable 
compensation. Taxpayers can contribute to a traditional IRA at 
any time during the year and must make all contributions by the 
due	date	for	filing	the	tax	return.	This	due	date	does	not	include	
extensions. For most people this means they must contribute for 
2012 by April 15, 2013. If taxpayers contribute between Jan. 1 
and April 15, they should contact their IRA plan sponsor to make 
sure the sponsor applies it to the right year.  For 2012, the most 
taxpayers can contribute to their IRA is the smaller of either their 
taxable compensation for the year or $5,000. If a taxpayer was 
50 or older at the end of 2012 the maximum amount increases 
to $6,000. Generally, taxpayers will not pay income tax on the 
funds in their traditional IRA until they begin taking distributions 
from it. Taxpayers may be able to deduct some or all of their 
contributions to their traditional IRA. Taxpayers should use the 
worksheets in the instructions for either Form 1040A or Form 1040 
to	figure	the	amount	of	their	contributions	that	they	can	deduct.	
Taxpayers may also qualify for the Savers Credit, formally known 
as the Retirement Savings Contributions Credit. The credit can 
reduce	your	 taxes	up	 to	$1,000	(up	 to	$2,000	if	filing	 jointly).	
Taxpayers use Form 8880, Credit for Qualified Retirement Savings 
Contributions,	to	claim	the	Saver’s	Credit.	Taxpayers	must	file	
either Form 1040A or Form 1040 to deduct your IRA contribution 
or to claim the Saver’s Credit. See Publication 590, Individual 
Retirement Arrangements, for more about IRA contributions. IRS 
Tax Tip 2013-50.
 LEGAL ExPENSES. The taxpayer was a medical research 
doctor and had obtained patents from the research. The court 
found that the taxpayer was in the business or trade of obtaining 
patents. The taxpayer’s employer, a state university, wanted to 
change the taxpayer’s activities from mostly research to mostly 
academic, a change which would cause the taxpayer to lose 
grants which supported the taxpayer’s research and patents. The 
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taxpayer appealed the university decision and obtained legal 
counsel to assist. The taxpayer issued two checks dated in 2006 to 
one attorney, although one check was not cashed until 2007. The 
court held that these checks were not eligible for the legal expense 
deduction for 2007  because one was delivered and cashed in 2006 
and the taxpayer failed to provide any evidence that the second 
check was delivered in 2007. The taxpayer made payments to the 
taxpayer’s brother, a lawyer, in 2007 for which a legal expense 
deduction was denied by the IRS as not a reasonable business 
expense. The court disagreed, noting that the amount paid to the 
brother	was	less	than	the	amount	paid	to	the	first	lawyer	and	that	
the brother’s efforts led to a continuation of research which led to 
a patent obtained by the taxpayer. Guy v. Comm’r, T.C. Memo. 
2013-103.
 LIMITED LIABILITy COMPANIES. The taxpayer was a 
limited liability company which had intended to make the election 
to be treated as a partnership for federal tax purposes but failed to 
timely	file	a	Form	8832,	Entity Classification Election. The IRS 
granted the extension.
 PARTNERSHIPS. 
 DISTRIBUTIONS. The taxpayer was a limited liability 
company which elected to be taxed as a partnership. The 
taxpayer held a note for a loan to one of the two partners and 
cancelled the note while it still had a balance. The taxpayer also 
made a distribution of the same amount to the other partner to 
avoid dilution. The IRS ruled that the taxpayer could treat the 
cancellation of the note as a distribution to the partner. Ltr. Rul. 
201314004, Dec. 20, 2012.
 ELECTION TO ADJUST BASIS. The taxpayer was a limited 
liability company which elected to be taxed as a partnership. One 
of the partners sold the partner’s interest in the taxpayer, resulting 
in	a	technical	termination	of	the	LLC.	The	taxpayer	failed	to	file	
a short year return for the tax year ending on the date of the sale 
and thus failed to make the Section 754 election to adjust the basis 
of the taxpayer’s assets. The IRS granted an extension of time to 
file	the	short	year	return	with	the	Section	654	election.	Ltr. Rul. 
201314013, Jan. 2, 2013.
 MERGER. This ruling involved a merger in which the original 
partnership merged with an existing disregarded entity held by 
the new partnership, with the partners contributing their interests 
in the original partnership in exchange for interests in the new 
partnership. This results in the partners holding the same interests 
in the new partnership as they held in the original partnership and 
the original partnership becoming a disregarded entity held by 
the new partnership. In a Chief Counsel Advice letter, the IRS 
ruled that the new partnership is considered a continuation of 
the original partnership, even though the new partnership bears 
a	 different	Employee	 Identification	Number.	CCA 20131526, 
March 14, 2013.
 RENEWABLE ELECTRICITy PRODuCTION CREDIT. 
Under the American Taxpayer Relief Act of 2012, Pub. L. No. 
112-240,	126	Stat.	2313	(ATRA),	a	qualified	facility	(as	described	
in I.R.C. § 45(d)) will be eligible to receive the renewable 
electricity production tax credit (PTC) under I.R.C. § 45, or the 
energy investment tax credit (ITC) under I.R.C. § 48 in lieu of 
the PTC, if construction of such facility begins before January 1, 
2014. The IRS has issued a notice which provides guidelines and 
a safe harbor to determine when construction has begun on such 
a facility. A taxpayer can claim a PTC with respect to electricity 
produced	at	a	“qualified	facility”	within	the	meaning	of	I.R.C.	§	
45(d). If the taxpayer makes an election under I.R.C. §  48(a)(5), 
the taxpayer may instead claim an ITC with respect to that facility. 
Prior	to	ATRA,	to	be	a	qualified	facility,	a	facility	was	required	to	
be	placed	in	service	before	January	1,	2014,	except	for	qualified	




to place a facility in service before January 1, 2014, with the 
requirement to begin construction of a facility before January 
1,	2014.	For	purposes	of	I.R.C.	§§	45(d)	and	48(a)(5),	qualified	
facilities include wind facilities, closed-loop biomass facilities, 
open-loop	biomass	 facilities,	geothermal	 facilities,	 landfill	gas	
facilities, trash facilities, hydropower facilities, and marine and 
hydrokinetic facilities. Notice 2013-29, I.R.B. 2013-20.
 RETuRNS. The IRS has published information about penalties 
for	filing	or	paying	late.	A	failure-to-file	penalty	may	apply	if	a	
taxpayer	did	not	file	by	the	tax	filing	deadline.	A	failure-to-pay	
penalty may apply if the taxpayer did not pay all of the taxes owed 
by	the	tax	filing	deadline.	The	failure-to-file	penalty	is	generally	
more	than	the	failure-to-pay	penalty.	Taxpayers	should	file	their	
tax return on time each year, even if they are not able to pay all 
the taxes owed by the due date. Taxpayers can reduce additional 
interest and penalties by paying as much as they can with their 
tax return. Taxpayers should  explore other payment options 
such as getting a loan or making an installment agreement to 
make	payments.	The	penalty	for	filing	late	is	normally	5	percent	
of the unpaid taxes for each month or part of a month that a tax 
return is late. That penalty starts accruing the day after the tax 
filing	due	date	and	will	not	exceed	25	percent	of	unpaid	taxes.	If	
a taxpayer does not pay taxes by the tax deadline, the taxpayer 
normally will face a failure-to-pay penalty of ½ of 1 percent of 
the unpaid taxes. That penalty applies for each month or part of 
a month after the due date and starts accruing the day after the 
tax-filing	due	date.	If	a	taxpayer	timely	requested	an	extension	of	
time	to	file	an	individual	income	tax	return	and	paid	at	least	90	
percent of the taxes owed with the request, the taxpayer may not 
face a failure-to-pay penalty. However, the taxpayer must pay any 
remaining balance by the extended due date. If both the 5 percent 
failure-to-file	penalty	and	the	½	percent	failure-to-pay	penalties	
apply in any month, the maximum penalty that a taxpayer will pay 
for	both	is	5	percent.	If	a	taxpayer	files	a	return	more	than	60	days	
after the due date or extended due date, the minimum penalty is 
the smaller of $135 or 100 percent of the unpaid tax. Taxpayers 
will	not	have	to	pay	a	late-filing	or	late-payment	penalty	if	they	
can	show	reasonable	cause	for	not	filing	or	paying	on	time.		The	
IRS recently announced special penalty relief to many taxpayers 
who	 requested	 an	 extension	of	 time	 to	file	 their	 2012	 federal	
income tax returns and some victims of the recent severe storms 
of carryover corporate suspended losses in 1997 was not claimed as 
a deduction; therefore, the 1997 losses did not reduce their bases in 
their interests in the corporation. The court held that, under I.R.C. 
§ 1367(a)(2)(B), corporate losses decrease the basis of shareholder 
interests, whether or not actually claimed by the shareholders. thus, 
the taxpayers’ bases were reduced by the 1997 corporate losses even 
though they did not claim a deduction for 1997. The court noted that 
the provision for corporate income provides that basis is increased 
to the extent claimed by the shareholder in taxable income. The 
court reasoned that the omission of a similar provision for losses 
indicated that Congress wanted the effect of losses to be automatic. 
The	 appellate	 court	 affirmed.	Barnes v. Comm’r, T.C. Memo. 
2012-80, aff’d, 2013-1 u.S. Tax Cas. (CCH) ¶ 50,267 (D.C. Cir. 
2013).
 SAFE HARBOR IN TEREST RATES
May 2013
 Annual Semi-annual Quarterly Monthly
Short-term
AFR 0.20 0.20 0.20 0.20
110 percent AFR 0.22 0.22 0.22 0.22
120 percent AFR 0.24 0.24 0.24 0.24
Mid-term
AFR 1.00 1.00 1.00 1.00
110 percent AFR  1.10 1.10 1.10 1.10
120 percent AFR 1.20 1.20 1.20 1.20
  Long-term
AFR 2.60 2.58 2.57 2.57
110 percent AFR  2.86 2.84 2.83 2.82
120 percent AFR  3.12 3.10 3.09 3.08
Rev. Rul. 2013-11, I.R.B. 2013-20.
FARM ESTATE AND 
BuSINESS PLANNING
by Neil E. Harl
NEW 17th Edition Coming Soon!
 The Agricultural Law Press is honored to publish the revised 
17th Edition of Dr. Neil E. Harl’s excellent guide for farmers 
and ranchers who want to make the most of the state and federal 
income and estate tax laws to assure the least expensive and most 
efficient	transfer	of	their	estates	to	their	children	and	heirs.		The	
17th Edition includes all new income and estate tax developments 
from the 2012 tax legislation.
 We also offer a PDF version for computer and tablet use at $25.00.
 Print and digital copies can be ordered directly from the Press 
by sending a check for $35 (print version) or $25 (PDF version) to 
Agricultural Law Press, 127 Young Rd., Kelso, WA 98626. Please 
include your e-mail address if ordering the PDF version and the 
digital	file	will	be	e-mailed	to	you.
 Mailing of the 17th Edition will begin by the end of April 
2013.
 Credit card purchases can be made online at www.agrilawpress.
com or by calling Robert at 360-200-5666 in Kelso, WA.
 For more information, contact robert@agrilawpress.com.
Agricultural Law Digest 71
in parts of the South and Midwest. For details about these relief 
provisions, see IRS news releases IR-2013-31 and IR-2013-42. The 
IRS	has	also	provided	individual	tax	filing	and	payment	extensions	
to those affected by the Boston explosions tragedy. See IR-2013-43 
for more information. IRS Tax Tip 2013-58.
 The IRS has published information about the Fresh Start program 
which can make it easier for taxpayers to pay back taxes and avoid 
tax	liens.	Even	small	business	taxpayers	may	benefit	from	Fresh	
Start.  Tax Liens.  The Fresh Start program increased the amount 
that	taxpayers	can	owe	before	the	IRS	generally	will	file	a	Notice	
of Federal Tax Lien. That amount is now $10,000. However, in 
some	cases,	the	IRS	may	still	file	a	lien	notice	on	amounts	less	
than $10,000. When a taxpayer meets certain requirements and 
pays	off	their	tax	debt,	the	IRS	may	now	withdraw	a	filed	Notice	
of Federal Tax Lien. Taxpayers must request this in writing using 
Form 12277, Application for Withdrawal. Some taxpayers may 
qualify to have their lien notice withdrawn if they are paying their 
tax debt through a Direct Debit installment agreement. Taxpayers 
also need to request this in writing by using Form 12277. If a 
taxpayer defaults on the Direct Debit Installment Agreement, 
the	IRS	may	file	a	new	Notice	of	Federal	Tax	Lien	and	resume	
collection actions. Installment Agreements. The Fresh Start program 
expanded access to streamlined installment agreements. Now, 
individual taxpayers who owe up to $50,000 can pay through 
monthly direct debit payments for up to 72 months (six years). 
While	the	IRS	generally	will	not	need	a	financial	statement,	they	
may	need	some	financial	information	from	the	taxpayer.	The	easiest	
way to apply for a payment plan is to use the Online Payment 
Agreement tool at IRS.gov. If a taxpayer does not have internet 
access,	the	taxpayer	may	file	Form	9465,	Installment Agreement, to 
apply.   Taxpayers in need of installment agreements for tax debts 
more than $50,000 or longer than six years still need to provide 
the	IRS	with	a	financial	statement.	 In	 these	cases,	 the	IRS	may	
ask for one of two forms: either Collection Information Statement, 
Form 433-A or Form 433-F.  Offers in Compromise.  An Offer in 
Compromise is an agreement that allows taxpayers to settle their 
tax debt for less than the full amount. Fresh Start expanded and 
streamlined	the	OIC	program.	The	IRS	now	has	more	flexibility	
when analyzing a taxpayer’s ability to pay. This makes the offer 
program available to a larger group of taxpayers. Generally, the 
IRS will accept an offer if it represents the most the agency can 
expect to collect within a reasonable period of time. The IRS will 
not accept an offer if it believes that the taxpayer can pay the amount 
owed in full as a lump sum or through a payment agreement. The 
IRS looks at several factors, including the taxpayer’s income and 
assets, to make a decision regarding the taxpayer’s ability to pay. 
Taxpayers	can	use	the	Offer	in	Compromise	Pre-Qualifier	tool	on	
IRS.gov to see if they may be eligible for an OIC. IRS Tax Tip 
2013-57.
 S CORPORATIONS
 SHAREHOLDER BASIS. The taxpayers, husband and wife, 
owned a partial interest in an S corporation which incurred tax 
losses in 2003. The taxpayers claimed their entire share of the losses 
as a loss deduction on their 2003 return but the IRS allowed only 
a portion of the loss to the extent of the taxpayers’ bases in their 
interests in the corporation. The taxpayers argued that their share 
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AGRICuLTuRAL TAx SEMINARS
by Neil E. Harl
  Join us for expert and practical seminars on the essential aspects of agricultural tax law. Gain insight and understanding from one of the country’s foremost 
authorities on agricultural tax law.
	 The	seminars	will	be	held	on	two	days	from	8:00	am	to	5:00	pm.	On	the	first	day,	Dr.	Harl	will	speak	about	farm	and	ranch	income	tax.	On	the	second	day,	Dr.	
Harl will cover farm and ranch estate and business planning. Registrants may attend one or both days, with separate pricing for each combination.   Your registration 
fee includes written comprehensive annotated seminar materials for the days attended and lunch. Online registration is available at www.agrilawpress.com.
 Three locations and dates to choose from this spring (see page 66 above for the rest of the 2013 schedule):
 April 29-30, 2013,  Osage Beach, MO, Tan-Tar-A Resort, 494 TanTarA Dr., Osage Beach, MO
 May 6-7, 2013, Grand Island, NE, Quality Inn & Conference Center, 7838 S. Highway 281, Grand Island, NE
 May 30-31, 2013, Greeley, CO, Clarion Inn & Conference Center, 701 8th St., Greeley, CO
 The topics include:
  
 The seminar registration fees for current subscribers	(and	for	each	one	of	multiple	registrations	from	the	same	firm)	to	the	
Agricultural Law Digest, the Agricultural Law Manual, and Farm Estate and Business Planning are $225 (one day) and $400 
(two days). The registration fees for nonsubscribers are $250 (one day) and $450 (two days).  
    See www.agrilawpress.com for more information and online registration.
 Contact Robert Achenbach at 360-200-5666, or e-mail Robert@agrilawpress.com for a brochure.
 Sale and gift combined.
Like-Kind Exchanges
 Requirements for like-kind exchanges
 “Reverse Starker” exchanges
     What is “like-kind” for realty
 Like-kind guidelines for personal property 
    Partitioning property
    Exchanging partnership assets
Taxation of Debt
 Turnover of property to creditors
 Discharge of indebtedness
 Taxation in bankruptcy.
Second day
FARM ESTATE AND 
BuSINESS PLANNING
New Legislation 
Succession planning and the importance of
 fairness
The Liquidity Problem
Property Held in Co-ownership
 Federal estate tax treatment of joint tenancy
 Severing joint tenancies and resulting basis
 Joint tenancy and probate avoidance
 Joint tenancy ownership of personal property
 Other problems of property ownership
Federal Estate Tax
 The gross estate
 Special Use Valuation
 Family-owned business deduction recapture
 Property included in the gross estate
 Traps in use of successive life estates
 Basis calculations under uniform basis rules
 Valuing growing crops
 Claiming deductions from the gross estate
 Marital and charitable deductions
 Taxable estate
 The applicable exclusion amount
	 Unified	estate	and	gift	tax	rates
 Portability and the new regulations
 Federal estate tax liens
 Undervaluations of property
Gifts
	 Reunification	of	gift	tax	and		estate	tax
 Gifts of property when debt exceeds basis 
use of the Trust
The General Partnership
 Small partnership exception
 Eligibility for Section 754 elections
Limited Partnerships
Limited Liability Companies
 Developments with passive losses
 Corporate-to-LLC conversions
 Eligibility for “small partnership” exception
 New regulations for LLC and LLP losses
Closely Held Corporations
 State anti-corporate farming restrictions
 Developing the capitalization structure
 Tax-free exchanges
 Would incorporation trigger a gift because of
  severance of land held in joint tenancy?
 “Section 1244” stock
Status of the Corporation as a Farmer
 The regular method of income taxation
 The Subchapter S method of taxation, including
  the “two-year” rule for trust ownership of
  stock
 Underpayment of wages and salaries
Financing, Estate Planning Aspects and
    Dissolution of Corporations
 Corporate stock as a major estate asset
 Valuation discounts
 Dissolution and liquidation
 Reorganization
Social Security





 Leasing land to family entity
 Constructive receipt of income
 Deferred payment and installment payment
  arrangements for grain and livestock sales
 Using escrow accounts
 Payments from contract production
 Items purchased for resale
 Items raised for sale
 Crop insurance proceeds
 Weather-related livestock sales
 Sales of diseased livestock
	 Reporting	federal	disaster	assistance	benefits
 Gains and losses from commodity futures, 
  including consequences of exceeding the
  $5 million limit
Claiming Farm Deductions
 Soil and water conservation expenditures
 Fertilizer deduction election
 Depreciating farm tile lines
 Farm lease deductions
 Prepaid expenses
 Preproductive period expense provisions
 Regular depreciation, expense method
  depreciation, bonus depreciation 
 Paying rental to a spouse
 Paying wages in kind
 Section 105 plans
Sale of Property
 Income in respect of decedent
 Sale of farm residence
 Installment sale including related party rules
 Private annuity
 Self-canceling installment notes
